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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON D C 20348

B-115398

To the President of the Senate and the o @0oe?!
Speaker of the House of Representatlves(u”

This report 1s submitted to the Congress 1in accordance
with section 202(e) of the Legislative Reorganization Act of
1970, as amended by title VIII of the Congressional Budget
Act of 1974. This section requires us to report annually
on the progress and results of our continuing program to
improve the usefulness of fiscal, pudgetary, and program-—
related 1nformation to congressional users.

We have made considerable progress during the past year
in defining and developing information requlrements of the
Congress; however, to continue our progress this process
w1ll require much effort over a number of years. This report
describes our efforts to help the Congress obtain the infor-
mation 1t needs to vetter evaluate Federal programs and thus
to i1mprove 1ts ability to assess resource requirements for
national priorities, and to recognize opportunities that
will best achieve desired program results.

We are sending copies of this report to the Chairmen,
House and Senate Commlttees on Appropriations and the Budget,
Senate Committee on Governmental Affairs, and House Commlttee
on Government Operations; the Director of the Congressional
Budget Office; the Director of the Office of Management and
Budget; and the Secretary of the Treasury.

%&eéelal

of the United States



COMPTROLLER GENERAL'S PROGRESS IN IMPROVING PROGRAM
REPORT TO THE CONGRESS AND BUDGET INFORMATION FOR
CONGRESSIONAL USE

/gy law the Comptroller General of the United
States develops standard terms and classifi-
cations for Federal fiscal, budgetary, and
program-related information; 1identifies con-
gressional needs for such information; moni-
tors recurring reporting requirements of the
Congress; and makes recommendations for
changes 1n the reporting requlrements?/ This
annual report, required by title VIII'of the
Congressional Budget Act of 1974, summarizes
GAO's work in these areas over the past year.

STANDARDIZING INFORMATION

Standardizing information--that 1is, 1increasing
the unitformity and consistency among concepts,
data, and reports--facilitates 1ts_usefulness

to the Congress, Thls 1s not an easy oOr

mechanical process; 1t requires analyses of
Federal concepts and practices to identify
inconsistent and confusing procedures and

usages.

A¥(L/ GAO's analyses of budget concepts and
practices over the past year have covered
a wide range of questions 1n several studies
and reports to conyressional committees:
A oy CiL T L ’
~--Several sﬁﬁgles addressed funding
procedures .and the recording of budget

authority 1in Federal programs, 1including

1. reappropriations (see p. 4)
2. land payment programs (see p. 10)

3. no-year versus fixed-period
appropriations (see p. 7)

4, full funding (see p. 7)

--A study on zero-base budgeting analyzing
whether ZBB can be more fully utilized
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in the analysis and decisionmaking process
by streamlining the ZBB process and adapt-
ing 1t to specific organizational needs.
G L 7

--Two studies focused on oUELAys; one
analyzed the accuracy oOf Federal budget
outlay estimates, 1ncluding a comparative
analysis of first and second estimates
and a discussion of some of the variables
that i1nfluence these estimates (see p. 5).
The second study includes analysis of the
growth in the 10 largest appropriation
accounts 1in the 12 cabinet—-level depart-
ments and incorporates findings from pre-
vious GAQ reports by citing examples of
waste and inefficiency related to these
accounts (see p. 10).

o

receipts. and.collections; 'éntitledénts,/the

-~GAO also has underway studies of offse;;}pg
executive branch's multiple use (rollover)

f”bof budget authority for borrowings, and case

< studies on the budgeting and planning pro-—
cess (see p. 5) and full funding (see p. 8).

//EAO'S parallel work in developing standard

@

(%

program and budget descriptions and classi-
fications for use by Federal agencles 1n
reporting fiscal, budgetary, and program-
related information included the following
efforts over the past year:

--Continued development, refinement, and
revision of an inventory of Federal pro-
grams and activities with associated
legislative authorization and budget
classifications and selected information
to support the congressional authorizing
committees and other program analyses
groups.

-—-Determination of the technical feasibility
for a mission budget structure for the
Department of Agriculture (see p. 15).

--Initial compilation of a 359-1tem
Government-wide nutrition, food, and agri-
culture information base i1ncorporating
information on enabling legislation, budget
authority, outlays, obligations, proygram
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objectives and accomplishments, and user
and agency contact points {see p. 15).

GAO also gave testimony before the Congress
and prepared speclal analyses on oversight
reform (sunset) legislation which includes a
regquirement for a program inventory to sup-
port the proposed program reauthorization
and evaluation process (see p. 14).

IDENTIFYING INFORMATION NEEDS

GAO's/ﬁgrk has pbeen aimed at assisting both
congressional authorizing and appropriations
comm1ttees>/’Thls 1ncluded assistance to

lé authorizing committees concerning their
March 15 "views and estimates" reports to
the respective budget committees. GAO pro-
vided lists of programs and activities under
each committee's jurisdiction, along with
relevant authorization and budgetary infor-
mation (see p. 17). The views and estimates
reports are required by section 301(c) of
the Congressional Budget Act of 1974.

/ékere 1s a need for greater participation by
the executive branch in compiling, process-
ing, and transmitting to committees informa-
tion used 1in preparing the March 15 views
and estimates reports. /To help alleviate
this problem, OMB revised Circular A-11
(section 11.9) to strengthen agency coopera-
tion in this effort. For the fiscal year
1981 budget cycle, we 1intend to continue to
strongly encourage agenciles to prepare budget
data 1n the appropriate format to be sub-
mitted directly to the committees. GAO
believes that a more direct relationship
between the committees and the executive
branch on this task will facilitate the
timely provision of needed information to
the Congress, GAO's role would then become
one of assisting the committees in develop-
ing their program categories and the specifi-
cations of needed data while at the same time
ensuring executive branch compliance 1n and
reliability of the data collection effort.

GAO continued 1ts efforts in monitoring
congressional reporting requirements and
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developing recommendations for report elimina-

tion or modification (see p. 19). GAOQO has
1dentified approximately 40 reports for
potential elimination or modification and 1s
continuing to work with the Office of Manage-
ment and Budget and the Domestic Council 1in
their reports reduction efforts.

/fﬁprovements 1n fiscal, budgetary, and
program-related information often depends
upon 1mprovements 1n program evaluations.

GAO has continued to assist congressional
committees 1n developing legislative require-
ments for evaluation and 1in assessing agency
evaluation and reports., GAO 1s also improv-
ing both the quality and the usefulness of
1ts own evaluation capabilities (see p. 19).

IMPROVING CONGRESSIONAL
INFORMATION ACCESS AND USE

Realizing the congressional need to 1i1dentify
and acquire information on Federal programs
and pro;ects,/gAO nas developed a data base
of inventories of congressional i1nformation
sources {(see p. 26). The data base 1s main-
tained to help committees and other analysis
and evaluation groups meet their financial,
budgetary, and program information needs 1n
carrying out, and supporting oversight and
budget control respon51b111t1e57# The data
base consists of four files:

--Inventory of Federal evaluations,

--Inventory of requirements for reports to
the Congress.,

--Inventory of information sources/resources.
--Inventory of Federal information systems.
The 1nventories are availlable through the
Library of Congress' SCORPIO information
retrieval system. They are also published

in catalog form by the Government Printing
Office.
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EXECUTIVE BRANCH PROGRESS

On February 28, 1979, the Office of Management
and Budget and the Department of the Treasury
issued their fifth annual report to the Con-
gress on executive branch actions to improve
responsiveness to congressional information
needs. The report described actions taken 1n
the past year, discussed activities planned
for the coming year, and addressed GAO's
recommendations (see GAQ's annual report on
congressional information needs, PAD-78-78,
Aug. 29, 1978).

In the area of pudget terms and

+111 A + o
sti1ll does not agree with the ex

on the following matters:

oncepts
cutive

C
F=1
N~ LV

--In the foreiyn military sales trust fund,
OMB believes recorded budget authority
should be only the amount necessary to
cover new obligations (orders placed) 1n a
fiscal year. This amount normally repre-
sents only a portion of new acceptances
(orders received) and, in GAO's opinion,
understates actual authority. GAO believes
that budget authority should be the full
amount of new acceptances.

-—GAO has recommended fuller budget disclo-
sure of Government business activities with
non-Federal entities by reporting gross
revenues and expenses of public enterprise
accounts financed by revolving funds. OMB
disagrees and points out that GAO's analysis
has addressed only a portion of the offset-
ting collections and receipts. GAO's ongoing
study (see p. 6) 1s addressing all such
collections and receipts and will provide a
basis for reconsidering the pros and cons
of gross and net reporting for the entire
budget.

~» GAO commends continued executive branch
changes to improve the budget process. Their
efforts have included

--zero-base budgeting,

--multi-year planning,
Tear Sheet



--population change effects on the budget, and
--1implementing a credit control system.

An additional improvement in the budget
process already proposed by GAO 1is to present
the program and financing schedules 1in the
budget on the basis of obligations rather

than costs. It was reported i1n the OMB/
Treasury annual report that the proposal was
being reviewed 1in conjunction with the annual
update of OMB Circular No. A-11l, but no

change was made 1n the subsequent issue. GAO
urges continued consideration of this proposal.

2 ion of the 1979 and 1980 budgets
of national needs has helped to
put a national policy focus on the setting of
priorities among budget needs. Fitting 1in
with this approach, some 1mprovements have
been made in the budget function categories
in the past few years (none 1in the 1980 bud-
get), especially 1in establishing categories
for energy and transportation. GAQO believes
additional changes can be made 1n the coming

years to better focus on:

o
=

--housing,

--education,

--employment and unemployment,

--soclal services and public assistance, and
--retirement benefits.

”in area 1n which much i1mprovement remains to
be done 1s accounting system designs.r GAO
has approved about 60 percent of the execu-
tive branch system designs, but only one
qualified for approval in the first 10 months
of fiscal year 1979. The Departments of
Defense and Health, Education, and Welfare
account for about 72 percent of the unap-
proved systems. OMB has recently 1nitiated
a financial priorities program which includes
a commitment to get GAO approval of all exec-
utive agency accounting systems.
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CHAPTER 1

INTRODUCTION

The objective of Congress in passing the 1974 Congres-
sional Budget Act (title I to IX of Public Law 93-344) was
to assure more effective congressional control over the
Federal budget. Pursuant to this objective, the Act estab-
lished new congressional budget procedures and 1nstitutions,
and 1n title VIII 1t amended title II of the Legislative
Reorganization Act of 1970 (Public Law 91-510) to strengthen
certain fiscal, budgetary, and program-related responsibili-
ties assigned to the Comptroller General of the United
States. Those responsibilities (as amended) include the
following:

"The Comptroller General of the United States,

in cooperation with the Secretary of the Treasury,
the Director of the Office of Management and Bud-
get (OMB), and the Director of the Congressional
Budget Office, shall develop, establish, maintain,
and publish standard terminology, definitions,
classifications, and codes for Federal fiscal,
budgetary, and program-related data and informa-
tion. * * * gych standard terms, definitions,
classifications, and codes shall be used by all
Federal agencies 1n supplying to the Congress
fiscal, budgetary, and program-related data and
information." (sec. 202(a)(1l))

"The Comptroller General of the United States
shall conduct a continuing program to identify
and specify the needs of the committees and
Members of Congress for fiscal, budgetary, and
progyram-related information to support the
objectives of this part." (sec. 202(c))

"The Comptroller General shall assist commlittees
in developing their information needs, 1including
such needs expressed 1in legislative requirements,
and shall monitor the various recurring reporting
requirements of the Conyress and committees and
make recommendations to the Congress and commit-
tees for changes and improvements in thelr report-
1ng requirements to meet congressional information
needs ascertained by the Comptroller General, to
enhance their usefulness to the congressional
users and to eliminate duplicate or unneeded
reporting." (sec. 202(d))



The statute further requires this report from the
Comptroller General on our work and progress 1n these areas.,

"Oon or before September 1, 1974, and each year
thereafter, the Comptroller General shall report
to the Congress on needs 1dentified and specified
under subsection (c); the relationship of these
needs to the existing reporting requirements; the
extent to which the executive branch reporting
presently meets the i1dentified needs; the specifi-
cation of changes to standard classifications
needed to meet congressional needs; the activi-
tles, progress, and results of his activities
under subsection (d); and the progress that the
executive branch has made during the past year."
(sec. 202(e))

OQur work to date has 1dentified a number of needs for
improved fiscal, budgetary, and program-related information.
We have made several recommendations to the executive branch
on these matters and have held discussions on i1mplementation
problems. This report describes our efforts and the execu-
tive's responses over the past year.

Much 1mprovement 1s still needed 1n existing informa-
tion and its presentation to the Congress, Furthermore, the
process of 1dentifying information needs 1s a long-term,
evolutionary effort which must be responsive to changing
national and congressional requirements. The Congress 1s
now considering legislation that would establish new over-
sight procedures, including the provision by GAO of certain
budget and program-related information. The oversight
reform bills now under consideration would assign to the
Comptroller General major responsibilities for compiling
and malntaining a "program inventory" or "catalog of pro-
grams" to support the scheduling, planning, and execution
of the new review and reauthorization procedures of the
Congress. The congressional and executive program review
and evaluation capabilities would be directed more toward
supporting the scheduled review and reauthorization by
Congress. This 1s discussed further in chapter 2, along
with a discussion of our past and ongoing work 1in develop-
ing program listings for the Congress,



CHAPTER 2

STANDARDIZING INFORMATION

Our work 1n developing standardized information and
data 1s responsive to the requirements of section 202(a) (1)
of the Legislative Reorganization Act of 1970, as amended by
title VIII of the Congressional Budget Act of 1974. That
section requires the Comptroller General, 1n cooperation
with the Secretary of the Treasury, the Director of the
Office of Management and Budget, and the Director of the
Congressional Budget Office, to develop, establish, main-
tain, and publish standard terminology, definitions, classi-
fications, and codes for Federal fiscal, budgetary, and
program-related data and information. Such standardized
terms are to be used by all Federal agencies 1n supplying
the Congress with fiscal, budgetary, and program-related

data and information,

Standardizing certain information--that 1s, 1ncreasing
the degree of uniformity and consistency among certain con-
cepts, data, and reports--facilitates 1ts usefulness to the
Congress. It 1improves accessibility, facilitates compara-
tive analysis, and decreases the chances of misinterpreta-
tion.

Achieving appropriate standardization 1s not an easy
or mechanical process, It requires an understanding of
budget and accounting principles and standards; 1t 1involves
analysis of existing Federal concepts and practices to
1dentify inconsistent and confusing procedures and usages:
and 1t must balance the need for a certain constancy and
uniformity in terms and procedures against the need for
sufficient flexibility and diversity to meet the varied and

evolving information needs of the executive branch and the
Congress.,

ANALYSES OF BUDGET CONCEPTS
AND PRACTICES

buring the past year we continued our analyses of
Federal budget concepts and practices. Our aim 1s to elim-
lnate unnecessary and confusing variations 1in budget treat-
ment and practices that impair sound budget policy. Follow-
1ng 1s a brief description of the studies we have reported
on or have underway.

Standard terms

In July 1977 we published a glossary, "Terms Used 1in
the Budgetary Process" (PAD-77-9), which 1includes standard
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terms and definitions related to formulation and enactment
of the Federal budget, zero-base budgeting, and economic
terms used in connection with the Federal budget. These
terms and definitions were developed in coordination with
the Department of the Treasury, OMB, and the Congressional
Budget Office. Over 12,000 copies of the glossary have been
distributed to Federal agencies, congressional committees,
Members of Congress, and other 1interested organizations and
individuals. We are currently working on a revised edition
which we plan to 1ssue 1in early 1980.

Early in 1978 (PAD-78-45, Jan. 3, 1978), GAO proposed
a revised definition of reappropriation to include unob-
ligated balances that would have lapsed but which were
extended as new budget authority. OMB 1nitially opposed the
1inclusion of such extensions as reappropriations. However,
OMB has finally agreed with GAQ and the Budget Committees
and included in the 1980 budget, for the most part, exten-
sions of unobligated balances as new budget authority rather

than as unobligated balances carried forward.

We advised OMB and the Budyget Committees (B-115398,
March 23, 1979), that we had reservations as to whether
OMB was 1in fact adequately presenting the amount of budget
authority 1in the 1980 budget when certain programs were
proposed to be partially financed by extensions of 1979
unobligated balances. We also questioned whether reappro-
priations should be used at all as a means of financing
Government programs or activities.

In a related matter, we advised the Subcommittee on
Foreign Operations, Senate Committee on Approriations,
that appropriation language in the 1980 Budget Appendix
proposed to extend certalin Department of Defense unobligated
balances (1including certain balances for possible deobliga-
tion and reuse) without treating the extensions as reappro-
priations. We reaffirmed our previously stated position
that budget requests and appropriation acts should clearly
provide for the amount of pudget authority being conferred,
including 1n that stated amount any reappropriations being
made (B-115398, May 4, 1979).

Zero-base budgeting (ZBB)

In our upcoming report on zero-base budgeting, we will
discuss streamlining the ZBB process. OQur tentative con-
clusions 1indicate that ZBB concepts, 1f applied appropri-
ately, can i1mprove the analysis and decisionmaking in
budgeting. These conclusions are based, 1n part, on inter-
views with Federal, State, and local officials, as well as
with private corporation executives experienced in the use
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of ZBB concepts. In addition, during our study, we examined
ZBB policies, procedures, instructions, and forms and stud-
1ed the budgets, rankings, and ZBB packages of the various
organizations contacted. We also gathered statistical data
on the costs of doing ZBB, reviewed other documents on the
subject, and contacted congressional committees, OMB, and
certain researchers with regard to their views on the zero-
base budgeting process.

Based on our work thus far, 1t appears that ZBB con-
cepts should pe tailored to the specific needs of the organi-
zation. In addition, the three segments of ZBB--planning,
budgyeting, and reassessment--should be done 1in phases.
Finally, we suspect that ZBB information should be available
in a form corresponding to the decision structures used 1in
the organization. The strict process approach, which both
public and private sectors have used, has increased budget-
1ng problems by leading to duplication of effort, useless
information, and lack of incentives to cut waste, Our ten-
tative conclusion 1s that ZBB concepts can and should work
1f the broad definition GAO uses 1s adopted and the 1imple-
mentation approach that would streamline the process 1s put
into effect.

Budgeting and planning
process case studies

Our ongoing work includes a major study, requested by
the House Committee on Government Operations, of the budget
formulation processes 1n three agencies selected for case
studies: the Departments of Health, Education, and Welfare,
Interior, and Defense (DOD). The study entails work at the
Washington area headquarters of these departments and at
selected department field offices.

The case studies will emphasize descriptions and com-
parisons of budget formulation processes, 1including (but
not restricted to)

--relations among the organizational levels;

--planning, budgeting, and reassessment;

--zero-base budgeting; and

--controllability.

Qutlay estimating

At the request of the Chairman, Budget Process Task
Force, House Committee on the Budget, we studied the

5



accuracy of Federal budget outlay estimates. 1In our report,
"Federal Budget Outlay Estimates: A Growiny Problem,"
(PAD-79-20, Feb. 9, 1979), we reported that in the Presi-
dent's budget, first estimates for budget year outlays gener-
ally are less than actuals; second estimates (in the follow-
ing year's pudget) have been ygyreater than actuals. 1In fiscal
year 1977, there was a $17 billion difference between first
and second estimates., Fiscal year 1977 and 1978 estimates,
at critical decision points, vary significantly from actuals.

The reliability of Federal budget estimates can be
influenced by a number of variables. Many of these vari-
ables, such as the effect of congressional action, are not
under the control of the executive branch. Others are con-
trollable and further efforts should be made to improve out-
lay estimating. Our report recommends a number of steps
directed toward this goal, 1including

-—establishment by OMB of criteria for acceptable
levels of accuracy for estimates, and

—--explanation by OMB about significant variances
between actual outlays and estimates.

In addition, we noted that Government-wide net outlay
figures do not 1include offsetting collections and offsetting
receipts from business transactions with the public. Out
lays from off-budget entities are also excluded. Actual
fiscal year 1977 net outlays excluded $76.4 billion. Our
report recommer .s changing the presentation of offsetting
collections and offsetting receipts to more fully reflect
Government activity and to simplify the budget.

Offsetting receipts and
collections

OMB has not agreed with our recommendations regarding
gross reporting of budget figures in the summary tables of
the budget and 1n the congressional budget resolutions.

This ongoing study concerns ways to measure the gross
level of Federal activities and ways to 1mprove congres-
sional control over the Government business-type receipts
and collections which are now offset against Government
budget authority and outlays so that only the net gain or
loss 1s 1included 1in the budget summary tables and congres-
sional budget resolutions. An alternative approach would
be to 1include these receipts and collections on a gross
basis so that the full level of Federal activities could be
measured. These receipts and collections amounted to



$68 billion in fiscal year 1977 and are estimated at about
$81 billion for fiscal year 1979.

The current practice of permanently authorizing the
appropriation of business-type recelpts and collections
limits congressional flexibility to allocate revenue, les-
sens 1ts ability to control expenditures, and provides funds
outside the normal appropriation process.

Issues we are addressing are that the (1) Congress
adopt the 4gross basis for considering revenue transactions
with the public 1in 1ts budget resolutions and (2) Congress
eliminate the permanent earmarking of receipts and collec-
tions and i1include amounts credited at the account level as
budget authority.

No-year versus fixed-
period approprlations

At the request of the Chairman of the Subcommitttee on
Agriculture, Rural Development and Related Agencles, Senate
Committee on Appropriations, we did a study of Department
of Agriculture unobligated balances and no-year appropria-
tions. We reported on September 19, 1978, (PAD-78-74) that
there was no requirement for funds to be available indefi-
nitely (1.e., by "no-year" funds) in 10 of the 15 no-year
appropriation accounts 1in the Department. As a result, the
1979 appropriation for the Conservation Operations Program
was reduced by $3 million and seven no-year approprlation
accounts were converted to fixed-year accounts.

Multiple use of budget
authority for borrowings

Another study 1n progress concerns the executive branch
practice of making multiple use--"rolling over"--of budget
authority for borrowings in some loan and loan-related re-
volving fund programs. This can result in gyross borrowlngs
and obligations over time that can exceed the budget author-
1ty disclosed 1n the pudget for program borrowings and
obligations. Rollover 1is an unsound budgetary practice
since 1t limits full disclosure of program activities.

Full funding

In May 1978 the Chairman of the Budget Process Task
Force, House Budget Committee, asked for a two-part study on
full funding. We had already provided a report on the sub-
ject (FGMSD-78-18, Feb. 23, 1978) and testified before the
Task Force on February 22, 1978. 1In response to the first
part of the request we 1ssued a report on September 7, 1978,
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entitled "Further Implementation of Full Funding 1in the
Federal Government," (PAD-78-80). 1In the report we cited

a generally accepted definition of full funding in use by
civil agencies: a program (or project) 1s considered to be
fully funded 1f the budget authority requested and made
avallable 1s for the total cost of that program to be 1ini-
tiated 1n the budget year.

In the September 7, 1978, report we discussed the ad-
vantages of full funding. We emphasized that full funding
aids congressional decisionmaking by providing full disclo-
sure of total program costs when a commitment 1s entered.

In addition, we 1included a list of 60 appropriation
accounts with programs that have potential for conversion to
full funding. The report stated, however, that any changes
to full funding should be made only after careful analysis
on a program-by-program basils.

The second part of the request on full funding involved
two program analyses: the Rental Assistance program of the
Farmers Home Administration i1n the Department of Agriculture
and the Family Planning program 1n the Department of Health,
Education, and Welfare. We plan to report on this work soon.

Our current analysis indicates (1) that the Rental
Assistance program should be taken out of the Rural Housing
Insurance Fund (a revolvang fund) appropriation account
and funded i1in a separate general fund appropriation account;
and (2) that the program should be fully funded to preclude
the requirement for Congress to provide budget authority
for the budget year program 1n years beyond the budget year,
as 1s now the case. After our analysis of the Family Plan-
ning program, 1t appears that the program may not be a good
candidate for full funding since 1t 1s of an ongoing nature
without a specific completion date.

Productivity measurement

During the past vear, GAO conducted extensive audits of
DOD's and Agriculture's operational productivity and work
measurement systems. A major finding of these audits was that
neither agency was using the available productivity data and
that OMB offered no real incentives for using such data.

This was discouraging because both DOD and Agriculture had
measurement systems 1in place--unlike most agencies who either
have no measurement system or are 1in the process of develop-
ing one. GAO plans to 1ssue the results of these audits
shortly.



We are continuling our work to induce agencles to use
the data 1n the budget process by providing both evaluations
and guestions to the appropriation committees during their
annual hearings. OMB could assist 1in the process by follow-
ing existing instructions 1in Circular No. A-ll, which spells
out how productivity data are to pe used 1n the budget pro-
cess.

Entitlements

During the last year, we became aware of disagreement
within the "budget community" over the identification and
classification of entitlement programs. Not everyone agrees
on the meaning of "entitlement" or the legal and programmatic
factors that constitute an entitlement program, 1including the
nature of congressional control.

We are beginning a study of entitlements that focuses on
the adequacy of currently used terms, definitions and clas-
si1fications, and alternative methods of congressional con-
trol. One aspect of this work, already underway in Califor-
nia, 1nvolves a study of the impact of entitlements on State
and local governments' budgets and commitments and of re-
ciplents' perceptions of entitlements.

Apportionment process

At the request of the Chairman, House Appropriations
Commlttee, we conducted a brief survey of the past and pre-
sent operations of the apportionment process and examined
ways to strengthen budget execution through the apportionment
process. We briefed the Committee representatives 1n August
1979 on the results of our limited study:

~-Funds are belng made avallable and obligated at rates
which very seldom require a deficiency or supplemental
appropriation; thus, a key provision of the Anti-
deficiency Act 1s being fulfilled.

--OMB gives low priority to day-to-day monitoring of
the effective and economical use of funds by agencies.
More time of the key budget professionals 1s devoted
to budget formulation and governmental policy formu-
lation. Although always a low priority on OMB's list
of duties, the proportion of time spent on budget
execution has shrunk as the size and complexity of
Jgovernmental programs has increased.

Areas for possible change 1include
--ralsing the priority on budget execution monitoring,
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—-~defining the focus of monitoring,

--defining the degree of OMB/agency flexibility and
creating incentives for cost reductions,

--1mproving accountability and the operation of the
budget execution process, and

--defining the responsibilities for monitoring budget
execution,

Alternatives for improved budgetary
control i1in land payment programs

We addressed the problem of congressional control over
a variety of land payment programs 1in a study which will be
published socn. These programs have evolved over the years
to compensate States and counties for tax exemptions on
approximately 760 mi1llion acres of Federal land within their
jurisdictions, The basic aim of Congress 1n establishing
these programs 1s to pay States and counties the same amount
that would be collected in property taxes 1f the land was
privately owned. Under most programs, States and counties
are paid a percentage of the receipts generated from the
public lands. Often, however, these payments do not equal
what would have been collected 1in property taxes. In fiscal
year 1978, Federal land payments totaled about $610 million.

In 1976 Congress passed Public Law 95-565, the newest
“"payment-in-lieu-of-taxes" program, which directs payments
to counties on a per acre basis. Our tentative findings are
that this law contributes to the 1inequities and inconsist-
encles existing in other land payment programs by (1) allow-
1ng States to i1nfluence the size of Federal payments to
local governments, (2) requiring the administering agency
to use State data which have been unreliable for computing
payments, and (3) providing payments to counties that were
already being compensated without them.

We are analyzing several alternatives to the payment
system, especially the elimination of permanent earmarking
of receipts, setting expiration dates on program authori-
zation, and requiring periodic appropriation action to
ensure 1mproved congressional control over land payment
programs.

Selected Federal accounts: past
outlays and GAO recommendations

In response to the Chairman of the Senate Select
Committee on Small Business, we looked at recent growth 1in
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the 10 largest appropriation accounts in each of the 12
cabinet—-level departments between fiscal years 1975 and 1978
to provide indicators of where the growth in Federal spend-
ing has been. We also collected information from prior GAO
studies that cite examples of waste and inefficiency 1in
these accounts and describe recommendations for corrective
action.

Our study, "Selected Federal Accounts: Past Outlays
and GAOQO Recommendations," analyzes changes 1n spending since
fiscal year 1975 but does not analyze the reasons for these
changes. Available budget data i1ndicate that outlays 1in
about one-fifth of the 120 accounts grew more than 50 per-
cent (based on 1975 constant dollars) between fiscal years
1975 and 1978. Six of these high growth accounts, however,
are relatively new--established since 1975. 1In such new
accounts rapid growth 1n percentage terms can be expected
while the programs are being established.

The study includes information on a selection of GAO
reports relating to many of the 120 accounts and summarizes
examples 1n most of the 12 cabinet-level departments of GAO
recommendations on which adequate corrective action has not
been taken.

STANDARD PROGRAM AND BUDGET
DESCRIPTIONS AND CLASSIFICATIONS

The information we develop 1n analyzing budget concepts
and practices relates to our parallel work in developing
standard program and budget descriptions and classifications
for use by Federal agencies 1in reporting fiscal, budgetary,
and program-related information. This part of our standard-
1zation work covered several studies and efforts over the
past year.

Program lnventory

Since 1975 we have been developing an inventory of
Federal programs and activities, which includes program and
budgetary information at the lowest level of detail in which
congressional committees are 1lnterested.

Our approach over the past year has been to build on
previous vears' efforts and improve the overall information
development and report processing. We were successful 1in

--reviewling and refining program structures for more
than 80 Federal agencies;

11



—--restructuring and reclassifying agencies' programs
under the jurisdiction of the Senate Labor and
Resources Committee, the Senate Committee on Banking,
Housing and Urban Affairs, and the House Commlittee on
Banking, Finance and Urban Affairs;

--adding new data elements to enhance program and over-
si1ght information reporting;

--verifying authorization and budgetary data;

—-documenting system files and modifying existing com-
puter programs to accept and manipulate the new data

elements; and

--creating new computer programs to enhance file main-
tenance and provide magnetic tape output for
committees.

In addition, we were able to promote agency/committee
staff cooperation, institutionalize the program inventory
process with the agencies, and conduct our work 1n three
phases to alleviate heavy agency reporting during peak bud-
get reporting periods.

In the coming year, we will complete the program
inventory by adding all remaining Federal agencies. We will
also develop additional reporting capabilities, 1ncluding
special program inventories,

The 1nventory not only supports our assistance to con-
gressional authorizing committees on their March 15 views
and estimates reports, (see ch. 3, p. 17), but 1t 1s also
used to generate various other lists and supporting analyti-
cal work 1n a variety of areas. 1In addressing other con-
Jgressional information needs, we have provided report list-
ings of funding expiration dates (for analysis of pending
oversight legislative requirements), of legislation and
authorization information (for legislative analysis), and
of specific agency programs (for oversight and review).

The 1nventory currently contains information on over
5,000 1tems--Federal programs, activities, and projects.
During our review and refinement of program structures, we
discovered that many of the 1tems we had listed were 1in
fact not programmatic. Consequently, we restructured the
inventory to delete these 1tems. The following data ele-
ments are available for each program, activity, Or project
included 1in the inventory:
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--administering agency and bureau, or independent
commlssion;

—--budget function and subfunction;

~=-citation of the law authorizing the program, includ-
ing the public law name and the relevant title and
section of the U.S. Code:

~-name of program, activity, or 1item;

~--type of record (program, administrative, financial);

—-—appropriation account number, fund code, and trans-
mittal type;

—-~-House and Senate authorizing committee jurisdiction;
-—-House and Senate authorizing subcommittee jurisdiction;

—-—-amounts authorized, 1f specified, and/or narrative
description of funding limitations;

——expilration and reauthorization dates for programs;

--related budget authority, outlays, and obligations
for the past, current, and budget years;

--speclalized data for i1ndividual committees, 1including
outlays for current year budget authority, unobli-
gated balances, and loan levels;

--Senate/House program policy areas; and

-—-special program areas, e.d., for use 1n i1dentifying
special Government-wide programs such as:

. dlsaster asslstance programs,
. entitlement programs, and
. research and development programs.

The maintenance of the program i1nventory 1s an ongoing

process., Continuous revisions to the inventory are neces-
sary due to reprogrammings, new legislation, changes 1n
commlttee jurisdiction, new budget function classifications,
and other factors. We are continuing to expand, update, and
refine the proyram inventory to ensure its effectiveness 1in
meeting our legislative mandate.

13



The program 1nventory requirement in
pending oversight reform legislation

During the year, the Congress took major steps toward
enacting legislation that would estblish a systematlc over-
si1ght and reauthorization process. On October 11, 1978, the
Senate passed S.2, the "Sunset Act of 1978." The bill would
have established a 10-year schedule for the reauthorization
of all Federal programs, with certain specific exemptions.

In the 96th Congress, S.2 was reintroduced in the Senate
and a companion bill, H.R. 2, was introduced 1n the House.
In addition, H.R. 65, the proposed "sunrise" approach to
oversight reform, was introduced 1in the House, and S. 1304,
a companion bill, was introduced 1in the Senate. Hearings on
these bi1lls were held by subcommittees of the House Commit-
tee on Rules and the Senate Committee on Governmental
Affairs. The Comptroller General testified at both hearings.
In his testimony he stated that an inventory of Federal pro-
grams would greatly assist the Congress 1in making oversight
reform work smoothly and effectively. Title II of S .2
requires that such an 1nventory be prepared and maintained.
H.R. 65 requlires that a catalog of programs and activities
be prepared and maintained. Elther the 1i1nventory or the
catalog would provide the necessary substructure for both
the review of broad policy subjects and the systematic review
of 1ndividual programs and activities. They would provide
the Congress with a systematic, comprehensive, and authori-
tative identification of the specific entities that are
subject to the review and reauthorization requirements.

When S.2 passed the Senate last fall, title II was
amended to dilute the purpose of the inventory by stating
that 1t would merely "advise and assist" the Congress 1in
carrying out the requirements of titles I and III, which
1nvolve review and reauthorization of programs., Committees
were 1n no way to be bound 1n carrying out their responsi-
bilities. In our judgment, this amendment would make more
difficult the process of developing the inventory and col-
lecting the data from executive agencies. It might also
ralse questions about the credibility of the inventory as
a means for specifically defining what are the entities,
i.e., programs, subject to teview and reauthorization.
Therefore, we have recommended that the Congress restore the
language adopted 1in H.R. 65.

We have also expressed the view that the 1nventory
should be developed and maintained by a single agency. The
inventory should encompass both programs and tax expendi-
tures, if the latter are to be covered by the process. GAO
would be the logical agency to carry out this responsibility,
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consistent with our responsibility under title VIII of the
Budget Act.

We have been 1nformally assisting the committees con-
si1dering this leyislation. We have supplied them with com-
puter listings of Federal programs, estimates of the number
of programs covered by sunset review, and cost estimates for
GAO resulting from instituting congressional oversight reform.
We expect to continue to work closely with the committees 1in
their development of this legislation.

Mission budgeting structure for
the Department of Agriculture
and food programs 1inventory

The Senate Committee on Appropriations, Subcommittee on
Agriculture, Rural Development and Related Agencies, asked us
to develop a mission budget structure for the Department of
Agriculture 1n order to explore 1ts feasibility and utility.
Mission budgeting 1s a budget concept that focuses on an
agency's basic responsibilities or end purposes. Subordi~
nate levels (mission area, mission need, and program/
activity) within the structure permit a closer look at the
purposes and the need to spend the funds made available by
the Congress.

wWwe briefed the Subcommittee in June 1979, stating that
mission budgeting 1s technically feasible. We are 1in the
process of drafting a report, and anticipate releasing 1t
in early fall 1979, 1in response to their request.

In addition, in June 1978 the Chairman of the Senate
Appropriations Committee asked us to compile a Government-
wide nutrition, food, and agriculture information base and
conduct an oryanizational analysls of existing programs. It
was expected that the i1nformation developed would be useful
not only for hearings but also for obtaining a Government-
wide perspective of the food and agriculture area i1n years
to come,

Through a cooperative effort between GAO and Agricul-
ture and with assistance from the Office of Management and
Budget, a list of 359 Federal food programs has been devel-
oped. We collected data from 28 Government organizations
that are now on Agriculture's computer system. The informa-
tion contained in this data base consists of such things as
enabling legislation; budget authority, outlays, and obli-
gations; program accomplishments and objectives; and identi-
fication of target groups and agency contact points for each
of the 359 programs.
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Such information should satisfy the committee's request
in the short term, but more important, the structure has now
been built to continue this effort in future years. Through
periodic updating, the committee will be able to maintain a
broad perspective of the food, agriculture, and nutrition
policy areas. This information will prove useful 1in commit-
tee deliberations on budget decisions as well as organliza-
tional problems.

In a larger context, our pilot programs inventory on
food will be useful in implementing the sunset legislation
and the procedures for oversight reform. This effort demon-
strates the feasibility of creating inventorles that can be
used as tools for making major policy decisions.
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CHAPTER 3

IDENTIFYING INFORMATION NEEDS

Our work during the past year in identifying and speci-
fying the information needs of committees and Members of
Congress has been conducted under section 202(c) of the Leg-
islative Reorganization Act of 1970, as amended by title VIII
of the 1974 Congressional Budget Act, and has been aimed at
assisting both authorizing and appropriations committees.

It has focused heavily on program level information needs
and reporting.

PROGRAM INFORMATION FOR
AUTHORIZING COMMITTEES

~ e e e o e 1
Congressional Budget Act of 1974 established a

e
formal budgetary role for the Congress' authorizing commit-
tees., Section 301(c) of the Act requlres each standing
committee to submit to 1ts chamber's Budget Committee, on or
before March 15 of each year, the committee's views and esti-
mates on matters within the committee's jurisdiction to be
contalned 1n the First Concurrent Resolution on the Budget
(May 15). The resolution sets target levels for total new
pbudget authority and outlays, broken down by budget func-
tions. Also set forth are the levels for Federal revenues,
the public debt, the surplus or deficit 1in the budget, and
related matters.

In developing their March 15 views and estimates
reports, the authorizing committees require budgetary infor-
mation from many Federal agencies and 1ndependent commissions
in a short time-frame. In many cases the committees dis-
covered that the budgetary information they received was not
1in usable form. The data were often 1naccurate since no
review process existed before transmittal to the committee,
data lacked committee jurisdictions, program categories dif-
fered, and agency and committee alinements were not the same
so direct reporting was burdensome on both.

Consequently, over the past 5 years, several committees
have asked us to develop the 1nformation needed for their
March 15 views and estimates reports.

As part of our work 1n assisting the authorizing com-
mittees, we developed our prodgram lnventory discussed 1n
chapter 2 (see p. 1ll1l). From this i1nventory, we provide
program and budgetary information under each committee's
jurisdiction,
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This year we supported 16 committees in their March 15
views and estimates reports. This required us to work with
about 100 agencies and 1inaependent commissions to update the
program inventory with amounts from the fiscal year 1980
budget.

More executive branch
participation needed

A basic problem we have encountered in helping commit-
tees meet their needs for budget and related data has been
the way agency budget offices view their priorities. Agency
budget staff resources are limited, of course, and 1t has
been our experience that these offices tend to assign first
priority in the budget preparation and submission cycle to
completing the budget, second priority to developing the
justification material for the appropriations committees,
and third priority to providing the data we request for the
authorizing committees. The authorizing committees are often
last on the priority list but have the earliest reporting
date under the congressional budget calendar. This conflact
between agency priorities and reporting dates greatly compli-
cates the task of preparing the March 15 reports. To help
alleviate this problem, OMB revised Caircular No. A-11 (section
11.9) to strengthen agency cooperation in this effort.

We have been building on previous years' etforts to
improve the overall information response to authorizing
committee needs. For the fiscal year 1981 budget cycle, we
w1ll continue to strongly encourage the agencies to prepare
budget data in the appropriate format to be submitted directly
to the committees. We believe that a more direct relation-
ship between the committees and the executive branch on this
task would make 1t easier to provide the Congress with the
information 1t needs. OQur role would then be one ot assist-
1ing the committees 1in developing thelr program categories
and specifications of needed data, and reviewing executive
branch compliance 1n providing the information.

Information on Federal research
and development (R&D)

GAO proposed to the House Science and Technology Com-~
mittee, 1n testimony on April 5, 1979, improvements in
research and development budget presentation and supporting
material to bring about better policymaking, budget formula-
tion, and oversight. These proposals included better pro-
gram descriptions and more detailed explanations 1in the
special research and development analysis, more extensive
analysis of research programs involving several agencies,
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and finer delineation of public and private sector roles 1in
fields such as energy research.

GAO 1s now preparing a special inventory of research
and development activity to support the committee's continu-
ing oversight of R&D. We are also working with the committee
on the proposed Research and Development Authorization Esti-
mates (H.R. 4490), which would require submission of budget
information to support a biennial authorization for R&D
programs.

REPORTS MONITORING AND REDUCTION

To specifically address the problem of duplicative
reporting, we have conducted a major survey of each committee
to reassess 1ts reporting requlirements and to determine which
requlrements can be eliminated, reduced, or consolidated. At
this date, approximately 40 reports have been identified for
potential elimination or modification. A bill 1s being pre-
pared which would propose elimination of the unnecessary re-
ports. We are also working with the Office of Management and
Budget and the Domestic Council 1in their Government-wide ef-
fort to reduce reporting requirements from the executive
branch to the Congress,

EVALUATION PROCEDURES AND INFORMATION

Title VIII of the Congressional Budget Act strengthened
GAO's responsibilities for helping the Congress improve 1its
fiscal, budgetary, and program-related information, while
title VII of the Act strengthened GAO's existing evaluation
role. A complementary relationship clearly exists between
title VIII's "fiscal, budgetary, program-related" informa-
tion and GAO's evaluation work under title VII and other
statutes. Evaluation of program performance and results
comprises much of the program-related information the Con-
gress needs for oversight purposes.

To meet 1ts evaluation objectives, GAO

——audits and evaluates the operations of nearly all
Federal agencies and programs,

-—-assists committees 1n developing methods and legisla-
tive requirements for evaluation, and

-—asslsts committees 1n analyzing and assessling agency
evaluations and reports.

The oversight reform bills being considered by Congress
would assign responsibilitiles to the Comptroller General for
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assisting committees to review Federal programs, further
emphasizing the already significant program evaluation role
exercised by the Comptroller General under the 1974 Congres-
si1onal Budget Act and prior statutes.

We expect that instituting congressional oversight
reforms wi1ll increase significantly the demand for various
types of assistance we can provide committees, such as

1. 1dentifying and developing standards, methods,
guidelines and procedures for the review and eval-
uation of programs and activities;

2. developing statements of legislative objectives,
oversight questions, evaluation criteria, and report-
ting requirements for use 1n proposed legislation,
committee reports, letters, memoranda, and hearings;

3. appralsing agency review and evaluation reports;

4. 1dentifying committee information needs and obtain-
ing fiscal, budgetary, and program-related informa-
tion from the agencies to meet such needs; and

5. 1dentifying program areas for which committee over-
s1ght efforts would appear to be worthwhile.

GAO 1s also attempting to improve 1ts evaluation capa-
bilities and improve the quality and usefulness of the
evaluative information provided to the Congress. GAO's
current activities directed at improving the Government's
evaluation capabilities include

~--1dentifying existing evaluation methods;

~-developing methods to meet unsatisfied user and
practitioner needs;

—--demonstrating new methods or improvements of existing
methods to assure a credible basis for wide acceptance
in the evaluation community,

~—transferring methods throughout the evaluation
community;

--1dentifying the objectives, functions, policies,
organization, planning, and manayement of program
evaluation; and

-—appralising the performance of Federal evaluation
activities according to agreed-upon criteria.
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The published documents pertaining to these activities
are cited below,

--Guldelines for Model Evaluation (Exposure Draft)
(PAD-79-17, Nov. 1978)

--Status and Issues 1n Program Evaluation (PAD-78-83,
Oct. 1978)

--Audits and Social Experiments, A Report to GAO by
the Social Science Research Council (PAD-79-1,
Oct. 1978)

~-Assessing Social Program Impact Evaluations: A
Checklist Approcach (PAD-79-2, Oct. 1978)

-~Better Understanding of Wetland Benefits Will Help
Water Bank and Other Federal Programs Achlieve Wetland
Preservation Objectives (PAD-79-10, Feb. 8, 1979)

--A Framework for Balanciny Privacy and Accountability
Needs 1n Evaluation of Social Research (PAD-79-33,
March 1979)

--BEvaluation of Programs in the Department of Trans-
portation--An Assessment (PAD-79-13, April 3, 1979)

OTHER GAO REPORTS

Much of our work, while not directly undertaken pursuant
to title VIII of tne Congressional Budyget Act, 1nvolves analy-
ses and recommendations aimed at i1mproving budget-related
procedures and the fiscal, budgetary, and program-related
information provided to the Congress,

Improving information, disclosure
and congressional control

We believe that continued improvement of the guality and
disclosure of proyram and budget information for congres-
sional use 1s necessary to enhance congressional control of
the Federal budget. The following reports are examples of
GAO work devoted to such improvements.

--0n November 15, 1978, we 1ssued a report entitled
"Correct Balance of Navy's Foreign Military Sales
Trust Fund Unknown," (FGMSD-79-2). We reported that
the Department of Defense does not know the correct
cash balance being held 1n trust for countries 1in-
volved 1n the Navy's ftoreign military sales program.
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Several recommendations were made to the Navy regard-
ing shortcomings in the Department's efforts.

--On January 11, 1979, we 1issued "Financial Status of
Major Federal Acquisitions September 30, 1978,"
(PSAD-79-14) . The report shows cost 1ncreases of
$207 b1llion, or 64 percent, over baseline estimates
of 857 civil and military acqulisitions which were
then 1in the development, test, and production, or
construction phases. Among the reasons cited for the
cost 1ncrease were inflation, and changes 1n quanti-
ties ordered, system characteristics, spare parts and
support needs, delivery dates and the 1nadequacy of
the original cost estimates.

--0On March 1, 1979, we 1ssued "Why the National Park
Services Appropriation Request Process Makes Congres-
sional Oversight Difficult,"™ (FGMSD-79-18), to the
Subcommittee on Interior and Related Agencies, Com-—
mittee on Appropriations, The report discusses and
and analyzes contingency reserves, (up to 10 percent
in one account) within the National Park Service,

Due to 1nadequate accounting procedures and policy
guidelines, the funds have been used for routine
expenditures and, in some 1nstances, may also have
peen used for unauthorized expenditures, The report
concludes that the Park Service's method of obtaining
contingency reserves without adequate disclosure to
the Congress 1s unacceptable and should be discon-
tinued,

--0On March 16, 1979, we 1issued a report entitled "The
Defense Department's Systems of Accounting for the
Value of Foreign Military Sales Need Improvement,"
(FGMSD-79-21) to the Subcommittee on Europe and the
Middle East, House Committee on Foreign Affairs. The
report identified $1.1 billion 1in inconsistencies and
errors 1in accounting for fiscal 1977 arms sales, and
$540 million i1in differences 1in sales i1nformation on
the two systems Defense uses to account for the
values of foreign military sales.

--0n September 26, 1978, we lssued a report to the
Congress entitled "Cost Walivers Under The Foreign
Military Sales Program. More Attention and Control
Needed," (FGMSD-78-48A). The report stated that in
the first 15 months since passage 0f the Inter-
national Security Assistance and Arms Export Control
Act of June 30, 1976, the Department of Defense
authorized or considered cost waivers of about $500
mi1llion., Further, we found that Defense and military
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service officials were intentionally undercharging
foreign governments millions of dollars. The report
recommends that the Department of Defense provide
the Congress with the values of and explanation for
cost waivers as part of the required notification
reports on foreign military sales. Such information
would strengthen congressional oversight and control
of the foreign military sales program.

--0On January 31, 1979, we 1ssued a report to the Subcom-
mittee on Public Works, House committee on Appropria-
tions entitled "Congressional Control Over Appropria-
tions to The Corps of Engineers Can Be Strengthened,"
(FGMSD-79-12) . The report noted a practice by the
Corps of Engineers of using project funds to finance
headquarters and division activities. This practice
makes 1t difficult to distinguish between services
which directly benefit projects and those which do
not, Additionally, congressional control 1s weakened
through such a system 1in that the size and scope
of centralized activities cannot be monitored and
there can be no assurance that project funds are
expended for their 1ntended use. We recommend Con-
gress require the Corps to fund its centralized func-
tions, whenever possible, through the general expense
appropriation 1in order to provide full disclosure and
control over costs.

~--0n June 6, 1979, we 1ssued a report entitled "Navy
Shipyard Accounting System Needs Improvement," (FGMSD-
79-34) . The report states that the accounting sys-
tems at the Long Beach and Pearl Harbor Naval Ship-
yards have not been implemented 1n full accordance
with the system design for shipyards that GAQ approved
in June 1975; 1nventory values reported to Navy Head-
quarters and the Congress were 1incorrect; and control
over appropriated funds was 1nadequate. We recommend
the Navy adjust the shipyard accounting system to con-
form with the approved system design.

Better budget practices

The following GAO reports discussed ways of i1mproving
budget practices 1n certain programs.

--0n March 22, 1979, we 1ssued to the Congress a report
entitled "Improperly Subsidizing the Foreign Military
Sales Program—--A Continuing Problem," (FGMSD-79-16).
The report cites the Department of Defense's continued
failure to operate the foreign military sales program
on a no loss to the yovernment basis, a failure which
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has resulted in laryge subsidies to the sales program,
The report also notes that Defense has not charged
for the gquality assurance service 1t provides on
equipment sold to other countries, despite the re-
quirement since 1970 that these costs be recovered.
As a result, during the past 6 fiscal years the
Government has absorbed costs estimated up to $370
million that should have been recovered from foreign
customers.,

--0n May 15, 1979, we 1ssued a report entitled "The
Defense Department Continues To Subsidize the
Foreign Militry Sales Program by Not Charging for
Normal Inventory Losses," (FGMSD-79-31). Although
the militry services have i1dentified almost $600 mil~
lion 1n i1nventory losses, foreign governments have
not been charged their fair share of the losses, as
required by the Arms Export Control Act as amended 1in
September 1978. The report concludes that as a re-
sult, the United States has lost millions of dollars.
We recommended a special effort be taken to charge
foreign ygovernments for inventory losses and the
amending of the Arms Export Control Act to require
charges be made for i1nventory losses on all inventory
sales to foreign gyovernments.

-~-0On June 1, 1979, we 1ssued a report entitled "Efforts
To Charge for Using Government-Owned Assets for
Foreign Military Sales: Marked Improvement But Addi-
tional Action Needed," (FGMSD-79-36) to the Subcom-
mittee on Investigations, House Armed Services Commit-
tee. The report states that although Government-owned
assets are used to produce 1tems sold to other coun-
tries, these countries have not been charged for the
use of those assets. The result has been that mil-
lions of subsidy dollars have been provided to for-
elgn nations without the consent of the Congress.

Full funding 1s advantageous

Full funding can have a number of advantages, as dis-
cussed 1n the following reports.

--On January 16, 1979, we 1ssued a letter report to the
Secretary of Energy concerning deterioration in the
weapons complex (PSAD-79-20}. In order to effec-
tively restore the facilities, we uryed the Department
to submit a multiyear, fully funded budget estimate
to the Congress. We believe full funding could im-
prove many aspects of management, such as facilitating
equipment purchases and 1installation, minimizing
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construction delays, allowing better budget esti-
mates, and providing cost savings in conjunction with
multiyear contracting. This full funding concept
also gives the Department of Energy, the Conyress,
and the public knowledge of the full dimension and
cost of the project when first presented for consid-
eration.

--On January 29, 1979, we 1issued a report to the Senate
Committee on the Budget, entitled "Congress Needs
Reliable Cost Estimates and Established Priorities
for Allocating Funds for Water Resources Projects,"
(PSAD-79-13). The report stated that the Bureau of
Reclamation and the Corps of Engineers need to improve
cost esitmates, establish priorities for allocating
funds, and request full funding for their water re-
sources construction projects.

--0On March 15, 1979, we 1ssued a report to the Subcom-
mittee on Transportation, House Committee on Appro-
priations entitled "Selected Budget Issues 1n the
Federal Aviation Administration," (CED-79-61l). We
concluded that automation of flight service stations
should be fully funded in fiscal year 1980. 1In addi-
tion, we said that an extension from 3 to 5 years in
the availability of funds for obligation of the
facilities and equipment appropriation will not
necessarily slow down obligation rates.
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CHAPTER 4

IMPROVING CONGRESSIONAL INFORMATION

ACCESS AND USE

To i1mprove conyressional access to information, a data
base of fiscal, budgetary, and program information has been
developed and 1s maintained to assist congressional commit-
tees 1n carrying out their oversight and budget control
responsibilities. OQur objectives are to

--1dentify the types and locations of Federal fiscal,
budgetary, and program=-related information;

-—1mprove the ability of Congress to effectively
locate and use information currently available in the

Federal Government;

--develop, establish, and maintain central files needed
to support conygyressional needs for recurring infor-
mation; and

——asslst congressional users 1n accessing and using
Federal fiscal, budgetary and program-related infor-
mation.

INVENTORIES AND DIRECTORIES
OF INFORMATION SOURCES

In the past few years, we have concentrated on devel-
oping 1nventories of the sources of basic information for
the Congress, including (1) an i1nventory of evaluations of
Federal proygrams; (2) an inventory of requirements for re-
ports to the Congress; (3) an 1inventory of major informa-
tion systems maintained by the Federal agencies; and (4) an
inventory of information archives, libraries, and other
holdings. These inventories are updated annually through
research of new legislation, literature searches, and re-
quests for information from executive agencies.

--The 1nventory of Federal evaluations 1s an indexed
file to evaluation reports produced by or for the
Federal Government. It contains about 1,900 reports
produced by a number of Federal agencies. Also in-
cluded are GAO evaluation reports that relate to the
programs of those agencies.

--The 1nventory of requirements for reports to the
Congyress 1s an lndexed file to congressional reporting
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requirements from about 250 Federal departments,
agencies, boards, commissions, and federally char-
tered corporations. It currently contains data on
just over 2,000 reports.

--The 1nventory of Federal information systems 1s an
indexed file to Federal information systems that
contain fiscal, budgetary, and program-related infor-
mation. The file currently contains information on
about 1,600 major systems.

--The inventory of Federal information resources 1s an
1ndexed file to Federal information resources that
contain fiscal, budgetary, and program-related infor-
mation, such as libraries, archives, and major publi-
cations. It descripes about 700 information sources
and resources maintained by various Federal agencies.

These 1inventories are maintained on central computer
files 1n a manner that allows transfer to other organiza-
tions. The i1nformation 1s also available through the Library
of Congress' SCORPIO information retrieval system. This ca-
pability facilitates their use by the Congress, permitting
each committee to conduct 1ts own basic data research.

Hard copy versions of the computerized files are
published periodically for congressional and others' use.
The publication cycle 1s as follows: Federal evaluations,
annually; requirements for reports to the Congress, every 2
years; Federal information systems, every 4 years; and
Federal information resources, every 4 years. All volumes
are tentatively scheduled for publication in March 1980.
This series cites and indexes the i1nformation supplied by
Federal departments and agencies who provide the Congress
with current and comprehensive program information. The
documents are availlable to the public through the Superin-
tendent of Documents.

Using these congressional information inventories, we
can select and provide from the central computer files the
sources that may be of particular 1interest, such as major
1ssues or legislation being addressed by the Congress or
management matters such as all the Federal grant management
systems and the programs they support

In summary, our program for the next few years will be
directed toward

~-providing specialized inventories needed by Congress,
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--providing assistance to congressional users when
accessing our data bases, and

-—-continued improvement of the coverage and quality of
the inventories.
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CHAPTER 5

EXECUTIVE BRANCH PROGRESS

On February 28, 1979, the Office of Management and
Budget and the Department of the Treasury i1ssued their fifth
annual report to the Congress 1n accordance with section
202(£f) of the Legislative Reorganization Act of 1970, as
amended. That section requires that:

"On or before March 1, 1975, and each year
thereafter, the Director of the Office of Manage-
ment and Budget and the Secretary of the Treasury
shall report to the Congress on their plans for
addressing the needs i1dentified and specified
under subsection (c¢), including plans for imple-
menting changes to classifications and codes to
meet the 1nformation needs of the Congress as
well as the status of prior year system and
classification implementation."

The report presented a review of a number of executive
branch actions during the past year that were directed toward
satisfying congressional needs. Included 1s a discussion of
activities planned by the Department of the Treasury and OMB
for the coming year. Additionally, the report addressed
GAO's recommendations 1n 1ts August 29, 1978 annual report
on congressional information needs.

In this chapter we discuss many of the actions reported
on in the OMB/Treasury report and provide our views on the
executive branch progress and comments on the results of our
continued analysis of these areas.

BUDGET TERMS AND CONCEPTS

Changing a budget concept and practice 1s a slow pro-
cess, requlring considerable analysis and extensive coordina-—
tion. Some current efforts of GAO, Treasury, and OMB to
develop and refine standard terms and concepts for use by
Federal agencies have been discussed elsewhere in this re-
port:

--GAQ's ylossary entitled "Terms Used 1n The Budgetary
Process," (PAD-79-9) (see p. 3):

--Redefinition of reappropriations (see p. 4);
—--Definition and development of full funding concept

(see p. 7): and
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--Treatment of budget authority for (1) programs with
offsetting collections and recelpts (see p. 6), (2)
programs which use borrowing authority (see p. 7),
(3) foreign military sales (see below), (4) revolving
funds (see below).

In our report "Budget Authority for Foreign Military
Sales 1s Substantially Understated," (PAD-78-72, July 27,
1978) , we recommend a change 1n the way budget authority for
the foreign military sales (FMS) trust fund 1is calculated.

our position 1s that budget authority--i.e., the
authority to enter obligations that will result 1in outlays
of Government funds—-for the FMS trust fund should be the
full amount of new acceptances., These acceptances authorize
the U.S. Government to place orders (thereby incurring obli-
gations) to purchase services and items for foreign buyers,
and, as such, represent budget authority. The amount of new
orders placed normally represents only a portion of the ac-
ceptances. Therefore, budget auhtority calculated on the
basis of orders placed understates the actual authority.
There was a $2.6 billion understatement in fiscal year 1977.
OMB's views, 1n disagreement with GAQ's recommendations,
were stated 1n letters dated September 27, 1978, to the
chairmen of the House Committee on Government Operations
and the Senate Commlttee on Governmental Affairs in the OMB/
Treasury annual report. They believe FMS budget authority
should be only the amount necessary to cover new obligations.
We continue to view thls practice as 1nconsistent with the
definition of budget authority in the Congressional Budget
Act of 1974.

GAO has recommend fuller budget disclosure of Govern-—
ment business activitiles with non-Federal entities by re-
porting gyross revenues and expenses of public enterprise
accounts financed by revolving funds. It 1s our oplnion
that for the Congress to decide on budget totals and make
priority allocations among functions under the budget pro-
cess, 1t must have complete information on the total (1i.e.,
gross) levels of Federal activities. OMB does not agree
that such a change should be made and they point out that our
analysis addressed only a portion of the offsetting collec-
tions and receipts, those of public enterprise revolving
funds. The ongoing study discussed on page 6 addresses all
offsetting receipts and collections. The report will pro-
vide a basis for reconsidering the pros and cons of net and
gross reporting and the extent of congressional control of
those Government business recelpts.
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CHANGES TO THE BUDGET PROCESS

Zero—-base budgeting

GAQ's recent study of zero-base budgeting 1s discussed
on page 4 of this report.

Multiyear budget planning system

OMB 1s implementing a multiyear budget planning system.
Our various studies of the existing budget process 1ndicate
that ygreater multiyear policy, program, and budget planning
1s necessary.

pPopulation change and long-range
effects on the budget

OMB 1included 1in Part 3 of the 1980 Budget, "Economic
Assumptions and Long—Range Budget Outlook," a discussion of
the probable effects of demographic changes on the budgeting
process. In the February 28, 1979, OMB report 1t was stated
that demographic analysis will be sharpened 1in future years.
We support the continuation of analysis 1n this area since
demographic changes have significant effects on the budget.

Credit control proposal

On December 28, 1978, we responded by letter to OMB's
staff paper "Achieving Better Control Over Federal Credit
Programs," (Nov. 16, 1978). 1In Circular No. A-1ll, dated
May 25, 1979, OMB states that emphasis will be put on review-
ing Federal credit programs more 1intensively within the bud-
get process through a new credit control system,

We support the proposed concept in principle, and will
comment on the specifics as the control system becomes
operational.

Presenting the program and financing
schedules on the basis of obligations

Since we believe 1t would be more useful to the Congress,
we have proposed that the program and financing schedules 1in
the Budget present data on the basis of obligations rather
than costs. OMB reported (1n the Feb. 28, 1979 report) that
the proposal was being reviewed 1n conjunction with the
annual update of OMB Circular No. A-1ll, "Preparation and
Submission of Budget Estimates." No change was made 1n the
most recent Circular No. A-11 dated May 25, 1979. We urge
that consideration of this proposal continue.
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Administrative control of funds

our recent work on the apportionment process (see p. 9)
underscored the need for improved fund control in Federal
agenclies. We support OMB's efforts to approve revised fund
control procedures and uryge that the importance of this work
be emphasized.

BUDGET CLASSIFICATIONS

Program and activities
1identification

On page 11, we discuss efforts to develop a program
inventory and OMB's views.

Budget function categories and
national needs presentation

The presentation of the 1979 and 1980 budget on the
basis of national needs, as required by law, has helped to
put a national policy focus on the setting of priorities
among budget needs. This, along with some account reclassi-
fications and changes at the subfunction level, has brought
about improvements to the budget presentation and categories
used 1n the congressional budget resolutions. There was no
change 1in the 1980 pudget to the budget function categories.

Improvements have been made 1n these categories 1in the
past few years, especially the establishment of separate
categories for energy and transportation. However, we be-
lieve there are additional changes that can be made 1in the
coming years to more clearly and explicitly focus on

--housing,

-—-education,

~-—employment and unemployment,

--soc1lal services and public assistance, and

--retirement benefits.

The Congress 1s or will be considering each of these
national policy areas over the next few years. As 1t ad-
dresses the substance of the peolicy and the programs, the
Conyress should also consider the nature of the budget
priority setting categories and make changes where needed.
For example, as the Congress reviews the retirement and

pension policies and programs, 1t may become evident that
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these programs do not receive sufficient budget policy atten-
tion on their own by being included in a broad "income
security" category.

Standard data coding of
organizational elements

Discussions among OMB, GAO, and Treasury are continuing
in an effort to agree on the most useful codes for identify-
ing Federal Government organizations.

APPROVAL OF ACCOUNTING
SYSTEM DESIGNS

Section 113 of the Accounting and Auditing Act of 1950
(31 U.S.C. 66a) makes the head of each executive agency
responsible for establishing and maintaining accounting sys-
tems that conform to principles and standards prescribed by
the Comptroller General. The Comptroller General 1is required
to review executive agency accounting systems and approve
them once they conform to prescribed principles and standards.

One of the prescribed principles 1s that agencies must
maintain their accounts on an accrual basis. Accounting data
produced on the accrual basis, among other benefits, are
needed by agencies 1n the budget execution process.

We have approved statements of accounting principles
and standards for most of the executive agencies' 326 account-
1ng systems and we have approved about 60 percent of the ac-
counting system designs. Only one accounting system design
gualified for approval during the first 10 months of fiscal
year 1979.

The Departments of Defense and Health, Education, and
Welfare account for about 72 percent of the unapproved sys-
tems. Problems encountered which have 1impeded the approval
of some of these systems include:

--The accounting controls over such assets as equipment,
weapons, and furniture are not adequate to ensure that
1tems are not lost, stolen, or misplaced.

--The systems used to account for major appropriations
do not have a system of subsidiary accounts that can
be used to record and systematically accumulate the
cost of specific 1tems purchased and expenses 1ncur-
red 1n carrying out specific operations.

--The accounts are not kept on an accrual basis.
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--Information produced by the systems did not provide
the necessary cost data that would allow agency
managers to base decisions on lowest cost alternatives,

It has been our desire for some time to approve all the
executive agency accounting systems by the end of 1980. How-
ever, too many agencies have designed and are operating sys-
tems that do not meet our requirements. Some agencies have
undertaken the development of new accounting systems which
will meet our requirements but completion and approval of
these accounting systems 1s several years away. Other agen-
cies need to put greater emphasis on having their systems
approved. The Office of Manaygement and Budget has recently
initiated a financial priorities program which includes a
commitment to get General Accounting Office approval of all
executive agency accounting systems. Active guidance and
encouragement from the Office of Management and Budyget
should help agencies 1in improving their financial management
systems.

(974471)
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